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W TNESS REG STER

VALERI E DAVI DSON, Commi ssi oner Desi gnee

O fice of the Conm ssioner

Department of Health and Social Services (DHSS)

Juneau, Al aska

PCSI TI ON STATEMENT: Answer ed questions previously posed to the
Department of Health and Social Services by the commttee.

JON SHERWOOD, Deputy Conmi ssioner

Medi caid and Health Care Policy

O fice of the Conm ssioner

Depart nent of Health and Social Services

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions during the DHSS response
to questions previously posed by the conmttee.

MARGARET BRODI E, Director

Director's Ofice

Division of Health Care Services

Depart nent of Health and Social Services

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions during the DHSS response
to questions previously posed by the conmttee.

JARED KOSI N, Executive Director

Rat e Revi ew

Division of Health Care Services
Department of Health and Social Services
Anchor age, Al aska
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PCSI TI ON STATEMENT:  Answer ed questions during the DHSS response
to questions previously posed by the conmttee.

MONI QUE MARTI N, Health Care Policy Advisor

O fice of the Conm ssioner

Departnent of Health and Social Services

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions during the DHSS response
to questions previously posed by the commttee.

ALBERT WALL, Director

Central Ofice

Di vi si on of Behavioral Health

Departnent of Health and Social Services

Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions during the DHSS response
to questions previously posed by the conmttee.

REPRESENTATI VE BOB HERRON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented HB 40 as the sponsor of the bill.

ROB EARL, Staff

Representati ve Bob Herron

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT:  Expl ai ned the changes to HB 40 on behal f of
the bill sponsor, Representative Herron.

EM LY NENON, Al aska Governnment Rel ations Director

Ameri can Cancer Society Cancer Action Network

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during discussion of HB 40.

CHAR DAY

Aneri cans for Non-Snokers' Rights (ANR)

Berkel ey, California

PCSI TI ON STATEMENT: Testified in support of HB 40.
ACTI ON NARRATI VE

3:05:45 PM

CHAI R PAUL SEATON called the House Health and Social Services
St andi ng Committee neet i ng to or der at 3: 05 p. m

HOUSE HSS COW TTEE - 3- March 10, 2015



Representatives Seaton, Foster, Tarr, Wol, Talerico, Stutes,
and Vazquez were present at the call to order.

HB  59- MARI JUANA CONCENTRATES; LI CENSES

3:06:12 PM

CHAI R SEATON announced that the first order of business would be
HOUSE BILL NO 59, "An Act relating to marijuana concentrates;
and providing for an effective date.”

3:08: 13 PM

REPRESENTATI VE VAZQUEZ noved to adopt the proposed commttee
substitute (CS) for HB 59, I|abeled 29-LS0257\F, Martin, 2/28/15,
as the working draft. There being no objection, it was so
or der ed.

3:08:44 PM

REPRESENTATI VE VAZQUEZ noved to report CSHB 59, Version 29-
LS0257\F, Martin, 2/28/15, out of conmttee wth individual
recommendat i ons and t he acconpanyi ng fiscal notes.

REPRESENTATI VE WOOL obj ected for the purpose of discussion. He
stated that he was a license holder under AS 4, and, as portions
of the proposed bill dealt with |license holders, he opined that
it was nore appropriate for sone of the stipulations and issues
to be worked out by the regul atory board.

3:09: 44 PM

REPRESENTATI VE WOOL mai nt ai ned his objection.

A roll call vote was taken. Representatives Foster, Vazquez,
Tal erico, and Seaton voted in favor of CSHB 59. Representatives
Tarr, Wol, and Stutes voted against it. Therefore, CSHB

59(HSS) was reported out of the House Health and Social Services
Standing Commttee by a vote of 4 yeas - 3 nays.

[ Furt her discussion of HB 59 occurred later in this neeting.]

Di scussi on: Medi cai d Expansi on

3:11: 03 PM
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CHAI R SEATON announced that the next order of business would be
a response by the Departnent of Health and Social Services to
the previously asked questions on Medi caid Expansi on.

VALERI E  DAVI DSON, Comm ssi oner Desi gnee, Ofice of t he
Commi ssioner, Departnent of Health and Social Services (DHSS),
said that the Healthy Al aska plan, previously introduced to the
comittee, and Medicaid Expansion both offered benefits,
i nproved the health of Al askans and the econony of Al aska, and
saved general fund dollars. She declared that this was "a
really good investnment for Alaska" as it infused a significant
anount of federal funds into the Al aska econonmy at a tinme when
t he econony could use the boost.

CHAIR SEATON directed attention to the graph, titled "A
Medicaid Direct Servi ces Beneficiaries and Expenditures”
[ ncluded in nenbers' packets].

3:13: 05 PM

REPRESENTATI VE TARR asked for a conparison to the nunber of the
beneficiaries as a percentage of population in other states.
She questioned if Alaska was "on par" and had simlar
per cent ages.

COWMM SSI ONER DAVI DSON offered her belief that Alaska did have
simlar percentages, but stated that she would provide the
accurate information.

3:13: 50 PM

REPRESENTATI VE VAZQUEZ said that she could not address the
obvi ous inconsistencies wth such short notice, offering an
exanple for the stated enrollnment of approximtely 140,000
enrol | ees, even though the information that she had researched
in her personal conversations indicated that there were 165, 000

enrol | ees. She reported that the Centers for Medicare and
Medi caid Services (CVM5) had stated that enrollnent was 124, 000.
She asked which figure was correct. She said that there would

be other inconsistencies and that she was not prepared to
address all the issues given this short notice.

CHAI R SEATON rem nded her that this was a short follow up and a
short response to get all the information, and that the
commttee was not noving the bill out of comnmttee today. He
suggested that specific questions could be presented and that a
work session, while sitting around a table and not on opposite
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sides of table, could be conducted. He declared that it was
necessary to put the questions on the table, in order to address
themin the future.

3:16: 33 PM

REPRESENTATI VE VAZQUEZ said that she would prefer to nove on and
di scuss the discrepancies at a later tine.

CHAIR SEATON explained that these were responses to the
guestions submtted after the previous conmttee neeting. He
declared his desire to ensure that every nmenber of the conmittee
had the tine to analyze these responses, and that any
qualitative responses fromthe departnent could be placed on the
record.

3:17: 24 PM

JON SHERWOOD, Deputy Conmi ssioner, Medicaid and Health Care
Policy, Ofice of the Comm ssioner, Departnent of Health and
Soci al Services, in response to Representative Vazquez, directed
attention to the truncated footnote at the bottom of the table
and offered to follow up for the specific details to which
nunber was wused for Medicaid enrollees. He explained that
different reports generated different nunbers, as sone were
average nonthly enrollnment, and others were quarterly or annua
undupl i cat ed nunbers. He offered to provide the source of this
figure to the commttee.

CHAI R SEATON said that he was unaware of the various sets of
nunbers, and that the commttee would wait for the information.

REPRESENTATI VE WOOL pointed to the decline for the Medicaid
nunbers in 2014, and asked if this was related to the
i npl enentation of the Patient Protection and Affordable Care
Act .

MR. SHERWOOD replied that the expenditure nunbers very likely
reflected conversion into the new Enterprise Medicaid Managenent
I nformati on System (MMYS). He said that there was sone
possibility that the change in beneficiaries reflected the
requi red change in incone nethodology, MAGQ (Modified Adjusted
Gross Incone), a result of the Patient Protection and Affordable
Care Act. He explained that MAG inpacted the way incone for
certain children, parents, caretaker relatives, and pregnant
wonen was cal cul ated. He shared that the departnent was not yet
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confortable with a definitive explanation to the beneficiary
changes.

3:20:11 PM

COW SSI ONER DAVI DSON added that the Patient Protection and
Affordable Care Act had changed the ways of qualification for
Medi cai d, subsequently nmaking it easier. As asset testing was
no |l onger used, it was now only based on nodified adjusted gross
i ncome, which she referred to as "the wel comre mat effect.”

CHAI R SEATON asked in which year on the chart this had conme into
effect.

MR. SHERWOOD expl ained that the change for benefits took effect
on January 1, 2014, and that a provision for a three nonth
transition did not allow a case to be closed as a result of the

application of the new rules. He noted that sone children had
been extended for another year if the changes had a negative
I npact . He allowed that in nost circunstances the changes were

favorabl e, although there could be a negative inpact when it
required the accounting of income from step parents when
everyone was part of the sane tax filing. He noted that
previously the departnent had been prohibited from including
step parent incone.

CHAIR SEATON asked that an explanation for the decline in
nunbers be presented.

3:22:14 PM

REPRESENTATI VE TARR asked if January 1, 2014 had been the
effective date for both the Patient Protection and Affordable
Care Act and Medicaid Expansion, in order to nake it easier for
qual i fication and enroll nent.

COWMM SSI ONER DAVI DSON replied "yes." She relayed that under the
original |law, Medicaid Expansion was nandatory for states. She
noted that the decision by the U S Suprenme Court allow ng
states to opt out of Medicaid Expansion had created a "new donut
hole" in Medicaid, as individuals who earned less than 100
percent of the federal poverty l|level were now not eligible for
subsidies on the federally facilitated market place.

3:23: 38 PM
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REPRESENTATI VE VAZQUEZ directed attention to the total funds for
2014, at the bottom of the spread sheet titled "Medicaid
Expendi tures by Fund Source,” [Included in nenbers' packets]
which totaled $1, 326,503, 000. She stated that other budgetary
docunentation in the Legislature indicated that this would be
closer to $1.7 billion. She asked about the discrepancy.

3:24: 44 PM

MARGARET BRODIE, Director, Director's Ofice, Dvision of Health
Care Services, Departnent of Health and Social Services, asked
for clarification to the question.

REPRESENTATI VE VAZQUEZ stated that she had docunentation
el sewhere that indicated the 2014 expenditure was closer to $1.7
billion.

M5. BRODIE replied that, although the Medicaid projection for
2014 had been close to $1.6 billion, this chart was for the
actual expenditure. She reported that DHSS had tightened down
on the waiver prograns through the reassessnents, resulting in a
| ot of cost savings.

3:26:47 PM

REPRESENTATI VE TARR asked if the Medicaid reformefforts to this
poi nt had already resulted in $300 mllion in savings.

M5. BRODIE replied that the savings might not be that high, as
half had been in cost savings, whereas the other half was
because the system had yet not paid disputed clains.

REPRESENTATI VE VAZQUEZ asked about the difficulties with MMS

and whether this had resulted in non-paynent for clainms which
were customarily paid.

M5. BRODIE expressed her agreenent, but pointed out that
currently there had been correct paynent for over 95 percent of
t he cl ai ns.

REPRESENTATI VE VAZQUEZ asked if clains were still being paid
wi th paper checks.

M5. BRODIE replied that DHSS paid both electronically and with
paper checks.

REPRESENTATI VE VAZQUEZ asked for the breakdown.

HOUSE HSS COW TTEE - 8- March 10, 2015



M5. BRODIE replied that she would research that.
3:28:36 PM

COWMM SSI ONER DAVI DSON asked to el aborate on a point previously
made by Ms. Brodie. She reported that, when MM S was del ayed,
Ms. Brodie and her team "worked really hard with providers to be
able to get advance paynents paid,” to enable sone revenue to
many providers, a process she had negotiated with CVM5 to allow
providers "to keep their doors open." She pointed out that,
al t hough the departnment had CVS approval to book those figures,
a later determnation had been mnmade by the D vision of
Legislative Audit that those figures had not been clained
through the MM S system and consequently needed to be set aside
and noved forward to 2015. She opined that sonme of that could
be reflected in this spreadsheet. She relayed that, although
t he departnment had been very careful to have cl earance for these
advance paynents from CVM5, the Division of Legislative Audit had
requi red that the paynent clains be booked in 2015.

3:30: 58 PM

CHAI R SEATON expressed his appreciation for the Departnent of
Health and Social Services efforts to nmake those advance
paynents, as it otherwise <could have <created accounting
ni ght mares for years.

CHAI R SEATON directed attention to the second question, "Please
provi de the nunbers for Medicaid expansion at full enrollnment.”

[I ncluded in nenbers' packets] He explained that this should
i ncl ude everyone who was eligible for Medicaid, and he read from
the attached table dated July 1, 2015: Newly Eligible Adults,

41,910; Spending Per Enrollee, $7,248; Federal Participation
Rat e, 100 percent; Feder al Spendi ng, $303, 763, 680; State
Spendi ng, $1,460,650; Ofsets to State Spending from CAMA

Departnment of  Corrections, and Behavi or al Health Gants,

(6,100,000); and Savings to State, (%4, 639, 350).

3:33: 38 PM
REPRESENTATI VE VAZQUEZ directed attention to the aforenentioned
tabl e on page 2, and asked about the offsets to state spending,

guestioning why the woodwork effect, discussed in the Lewn
G oup report, had not been taken into account.
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COWMM SSI ONER DAVI DSON replied t hat her ori gi nal DHSS
presentation on Mdicaid Expansion had nentioned the Lewn
Report, as well as the Uban Institute report, which she
referred to, affectionately, as "dueling banjo reports.” She
stated that, as they were both dated and conducted by firns
which did not have a |ot of experience wth Al aska, DHSS had
asked Evergreen Economics to analyze the Medicaid data. She
pointed out that Evergreen Economics had a long history
anal yzing Medicaid data for DHSS. She stated that the woodwork
effect reflected people who had al ready signed up for Medicaid.

3:35:55 PM

REPRESENTATI VE VAZQUEZ said that the Lewin report suggested a
substantial effect fromthe woodwork effect, and as these people
were already eligible, they would only have a 50 percent federal
mat ch. She stated that this report canme out in April, 2013

whereas the Evergreen report cane out in February, 2015, and
that there were dramatic differences between the two reports

She stated that she had tables that she would share wth
everyone, and that her research indicated that there would be an
effect and an additional expense to the state fromthis woodwork
effect.

COWMM SSI ONER DAVI DSON replied that it depended on how this was
cat egori zed. She stated that the inpact from expanded Medi caid
coverage would not include the people on woodwork, as they were
already eligible for the regular Mdicaid program hence there
woul d not be an additional expense due to expansion.

REPRESENTATI VE VAZQUEZ said that this would still be an added
cost to the state. She stated that there were also people who
woul d drop private insurance or drop incone in order to qualify
for Medi cai d.

CHAIR SEATON pointed out that this was not included in the
second question regarding the cost effect for people newy
eligible for Medicaid expansion. He stated that he did not want
to mx apples and oranges. He asked that Conmm ssioner Davidson
al so provide sonme estimates for this data under the Healthy
Al aska plan, as well as an estinmate if all the newy eligible
enrolled, so that both colums could be included in a review of
t he paraneters.

3:39:42 PM
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REPRESENTATI VE VAZQUEZ, directing attention to the table wth
gquestion 2, said that there should be a second colum for
estimated enrollnent as there would not necessarily be 100
percent enroll nment of newy eligible adults.

COW SSI ONER DAVI DSON replied that, as she had indicated in her
prior presentation, the departnent anticipated about 63 percent
of the eligible would enroll. She pointed out that the
commttee had asked for a table reflecting enrollnent for 100
percent of those eligible under Medicai d Expansi on.

CHAI R SEATON expressed his agreenent, noting the annual
i ncreases reported in the Healthy Al aska pl an.

3:41: 34 PM

REPRESENTATI VE TARR asked about the spending per enrollee,
noting the possibility of a "pent up need" for services by
people who had not previously had access to health care,
resulting in higher costs. She asked if the average cost per
enrol | ee woul d go down over tine.

COM SSIONER DAVIDSON replied that Evergreen Economics had
| ooked at the cost per enrollee and found that it was much
smal ler than a prior report by the Lewin Goup to the State of
Al aska. She explained that the eligible population for
expansion were 54 percent male, with 20 percent of those nen
between ages 19 - 34. She reported that, although the cost per
enrollee for this group had historically only growmm 1 percent
annual ly, the current estimate for 2016 had been increased to
account for the initial pent up demand by those now having
access to care and trying to get caught up with care. She
pointed out that this projected cost per enrollee would also
address the fact that Medicaid Expansi on woul d cover sone of the
generally  higher cost CAMA (Chronic and Acute Medical
Assi stance) beneficiaries, the cost for which was currently 100
percent covered by the general fund. She reported that the cost
per enrollee would be about $7248 in 2016, increasing to about
$8433 in 2021.

REPRESENTATI VE VAZQUEZ noted an inconsistency for the projected
$6 mllion in admnistrative costs in FY 2016 on Table 2
[I ncluded in nmenbers' packets] as the Lewin Report had estimated
that cost to be about $11 million.

CHAI R SEATON acknow edged that different reports had different
cost estimates. He asked if there had been any further research
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to other states, beyond the Healthy Al aska plan, on whether the
projected 63 percent for new enrollees was "pretty well on
track." He questioned if the projection in the Healthy Al aska
pl an was the current estinate.

COW SSIONER DAVIDSON replied that this was the current
esti mat e.

3:47: 33 PM

REPRESENTATI VE VAZQUEZ referenced the March 5 presentation
[ Heal thy Al aska Plan] to the conmittee by Comm ssioner Davidson

slide 14, and said that the projected admnistrative cost in
that report had been zero, which was quite different than the $6
mllion estimate.

COW SSI ONER DAVIDSON pointed to the asterisk next to the
adm nistrative cost in the Healthy Al aska plan, stating that the
adm nistrative cost for the first year was being funded by the
Al aska Mental Health Trust Authority.

REPRESENTATI VE VAZQUEZ asked if that estimted anount had been
about $1.5 million.

MR. SHERWOOD pointed out that this referenced the general fund

savi ngs. He explained that the total adm ni strative
expenditure, which would serve 20,000 Alaskans in the first
year, in the Healthy Al aska plan would have been about $3
mllion, half of which was federally funded, with the remainder

of the state share paid by the Alaska Mental Health Trust
Authority funds. He noted that this would result in a zero cost
to the general fund, even though there was a federal fund
expendi ture. He added that service for a projected 41,000
Al askans in FY 2016 would increase the estimted adm nistrative
expenses.

COWM SSI ONER DAVIDSON pointed out that 50 percent of the
adm ni strative costs were rei nbursed by the federal governnent.

CHAI R SEATON reviewed that the $1.5 mllion of the cost from
general fund would be covered by the Al aska Mental Trust
Authority in FY 2016, with the remaining $1.5 mllion being
covered by federal funds, for a total of $3 mllion in
adm ni strative costs.

REPRESENTATI VE VAZQUEZ said that the Lewin Goup had reported a
cost of $11,204,000 as the cost to the state, with an additi onal
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cost to the federal governnent. She stated that there was stil
a discrepancy between the initial estinmate by DHSS and this
report.

COWM SSI ONER DAVI DSON expressed agreenent.

REPRESENTATI VE = TARR  asked for any characteri zation of
differences since the activation of Medicaid Expansion on
January 1, 2014 between the Lewn report and the Evergreen
report, as there was now sone data for conparison

COM SSI ONER DAVI DSON replied that an unfortunate result from
the decision by the State of Alaska to not expand Medicaid in
the first year was that many Al askans now do not have any health
coverage when there could have been inprovenent to their health
care while the state received federal funding. She relayed that
a benefit of this delay had been the opportunity to |look at the
experience of other states in 2014 for reform of their Medicaid
prograns, thus providing nore information to conpare wth
Al aska's experience for Medicaid trends.

CHAI R SEATON expressed the need to recognize that there were two
different reports covering two different time periods wth
di fferent anal yses. He stated that the commttee would need to
"figure out what nunbers nmake the nost sense.” He pointed out
that the Healthy Alaska plan from DHSS was its synopsis of the
different reports with the nbst reasonable assunptions going
f orward. He allowed that it was not necessary that the
committee agree with that plan, but rather that the conmttee
decide which report to use nost critically, and then decide
whet her DHSS had done an adequate job with its analyses of the
different reports for its Healthy Al aska plan. He stated that
the commttee was not chastising but was working to understand
the difference between each of these reports and the resulting
nunbers.

3:54: 53 PM

REPRESENTATI VE TARR asked about the expected enrollnment from
Medi caid Expansion, noting that fewer enrollees could nean a
significant reduction of spending by the state.

MR. SHERWOOD replied that the aforenentioned presentation on the
Heal thy Al aska plan showed that state expenditures in FY16 at
the regular rate would be zero, and that, in addition, there
woul d be offsets to other prograns resulting in a net genera
fund reduction. He expressed agreenent that, although full
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enroll ment wthout additional funding from the Al aska Mental

Health  Trust Authority would incur state expenses  of
approximately $1.4 mllion, there would be substantial net
reductions in general funds in excess of $4 mllion with the
of f sets.

3:56: 32 PM

CHAI R SEATON noved on to question nunber 3, "Please provide the
incones of the hospitals that reported the $90 nillion in
unconpensated care,” and he directed attention to the handout
and table of the same title in response to this question
[Included in nenbers' packets]. He summarized that Medicaid
Expansion would attenpt a reduction in that care with fully
conpensat ed care.

MR. SHERWOOD stated that the Ofice of Rate Review had supplied
the information on the included table, noting that the net
inconme listed included all sources of revenue, including one
time paynents, against expenses as opposed to operating revenue.
He offered an exanple of capital appropriations in the revenue,
and reported that this net income did not inherently represent
profit, as a case by case analysis of each facility would be
necessary.

CHAI R SEATON noted that grants appeared as net incone, although
it was only the facility receiving a capital grant. He added
that bond issues could al so be represented as net incone.

3:59:32 PM

REPRESENTATI VE TALERICO offered his belief that it would be
important to have a discussion for this $91 mllion in
unconpensated care by the non-tribal facilities. He questi oned
whether it was possible to use these net incone nunbers to
figure this out.

CHAI R SEATON expressed his agreenment that the capital projects
did make it difficult, and said that he was unsure if there was
a way to get to the requested information.

4:01: 36 PM
REPRESENTATI VE TARR directed attention to the listing on the
aforenentioned table for Providence Al aska Medical Center, wth

a net incone of about $88 mllion, and asked about the
correspondi ng 13 percent of revenue.
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4:02:17 PM

JARED KOSIN, Executive Director, Rate Review, Division of Health
Care Services, Departnent of Health and Social Services,
explained that after they take total revenue and deduct total
expenses, the remaining net incone reflected the corresponding
percentage, listed on the sane line, of total revenue.

REPRESENTATI VE TARR asked how the anmpunt of unconpensated care
woul d be applied to the listed information for each facility.
She asked if it had already been figured as an expense, or would
it be subtracted fromthe listed net incone.

MR. KOSIN replied that unconpensated care costs were considered
in the total expenses that had been deducted to arrive at the

net incone. He said that the only way hospitals could be
rei nbursed for unconpensated care by the state was through the
di sproportionate share of hospi t al paynment s, which  was

distributed through the federal government as a part of the
Patient Protection and Affordable Care Act, and this noney was
bei ng phased out over the upcomng seven to ten years. He
stated that it was considered in the reported expenses for total
net incone, but was reinbursed through a separate revenue
stream and not through Medicaid.

CHAIR SEATON asked if that separate revenue stream to the
hospital was part of its net incone.

MR. KOSIN replied that it was.

REPRESENTATI VE TARR asked if there was an industry standard that
the net incone should be above a specific percentage of the
total revenue.

MR. KOSI N explained that the staff accountants in his office had
cautioned that this global scale for total net incone did not
allow for any way to draw the conclusions that financial health

could be assessed based on any percentage. He stated that it
was necessary to draw down on each individual revenue stream and
each individual expense on each line in order to determne

whet her there was a heal thy margin. He reported that with this
information this analysis would be inconcl usive.

REPRESENTATI VE VAZQUEZ asked if he had any determ nation for the
di sproportionate share hospital paynents.
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MR. KOSIN replied that the federal governnent determ ned the
aggregate anount of noney allowed for disproportionate share
hospital paynments, and then regul ations specified how the funds
were to be distributed. He said that his office did figure
facility specific Ilimts for each hospital that reported
unconpensated care, and then determned the relevant caps to
paynents for each of these hospitals.

CHAI R SEATON asked for a broad explanation of disproportionate
care paynent.

MR. KOSIN explained that these disproportionate share hospita

paynent s wer e desi gned to hel p hospital s serving a
di sproportionate share of wunconpensated care patients. He
stated that, as patients with no payer source were still treated
even though there was not any reinbursenent for those costs, the
federal governnment had created a neans to help offset those
costs by annually publishing a state by state aggregate anount
they would fund. Fromthis fund, each state could draw down at
a 50:50 match to distribute paynents to identified hospitals in
order to offset the unconpensated care. He pointed out that the
Patient Protection and Affordable Care Act, since Medicaid
Expansion was originally nandatory, had nmde this program
irrelevant; however, when Medicaid Expansion was ruled not
mandatory, the reductions in Disproportionate Share Hospital

paynents were del ayed and are supposed to start this year.

4:08:18 PM

REPRESENTATI VE VAZQUEZ asked if unconpensated hospital care was
considered in the cost reports submtted to his office.

MR. KOSIN replied that unconpensated care was not considered for
the reinbursenent calculation, although it was reported in the
cost report. He clarified that it was not in the Medicaid
rei nbursenent for hospitals, and it was not conpensated.

REPRESENTATI VE VAZQUEZ asked why it was reported.

MR KOSIN replied that the Medicare cost report was a very
t horough report in nmechanism as Medicare took a |ook at all the
financials for a hospital, including the requirenment to submt
its annual audit. He stated that DHSS required that the sane
data, along wth sonme additional financial information, be
submtted for Medicaid calculations. He reported that these
reports allowed the departnment to isolate allowable costs, and
t hen rei nburse for those costs.
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REPRESENTATI VE VAZQUEZ asked about the difference between
Medi care and Medi caid, and which program his office handl ed.

MR. KOSIN spoke about the reinbursenent prograns for both
Medi caid and Medicare. He said that Medicaid served a different
popul ation as it was state based, and Medicare was a federal
pr ogr am He said that with Medicaid, states had the authority
to set the way to reinburse for Medicaid services; however, as
Medi care covered the sane or simlar services, dependent on the
popul ation, the Medicaid prograns would mrror those paynent
nmet hodol ogies and would adjust them based on the state. He
stated that the Ofice of Rate Review and the State of Al aska
wer e Medi cai d.

MR. SHERWOOD, in response to Representative Vazquez, stated that
Medi care was a federal program providing health coverage for
i ndividuals over 65 years of age, and for individuals wth
di sabilities. He said that it was nore closely nodeled to
conventional insurance, as it was paid into through enployer
wi thheld taxes, was admnistered directly by the federal
governnment, and provided a wide range of primary and acute care
services, although it did not provide substantial |long term care

servi ces. He reported that it was not based on assets or
income, as the criteria was only for age or disability, and for
the required paynment participation. He explained that nost

people qualified for hospital cover age, Part A, Wi thout
prem uns, and that al nost everyone paid for Medicare Part B, the
outpatient, primary care. He noted that there was also
prescription drug coverage, Part D. He expl ained that Medicare
Advant age was for the nanaged care program Part C. He declared
that it was not a needs based program and the policies were nmade
at the federal |evel

MR. SHERWOOD said that Medicaid was a needs based program for
individuals with low incones, and, in sone categories, asset
tests did apply. He stated that it had historically been
dependent on certain categorical requirenments, including aged,
blind, disabled, pregnant wonen, and children. He said that
childless adults between the ages of 21 - 64, who were not
parents or care taker relatives, did not have a substanti al
disability, and were not pregnant, did not qualify regardl ess of
i ncone. He explained that it was a state adm nistered program
under federal rules, although states had certain options for
what they could offer, how they admnister their program and
who they <can cover. He noted that the state worked in
partnership with the federal governnent. He reported that
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states paid a share of the costs of Medicaid. He all owed that
sonme people, including the aged, and those with disabilities,
low incomes and few assets, were dually eligible for both
pr ogr ans.

4:15: 33 PM

REPRESENTATI VE VAZQUEZ sumrarized that Medicare was for the
el derly, over 65 vyears of age, and the disabled and that
Medicaid was for individuals with certain disabilities, |ong
termcare, and | ow i ncone.

COWM SSI ONER DAVI DSON said that asset testing was still in place
for people receiving certain long termcare services.

REPRESENTATI VE VAZQUEZ asked whether this was no |onger relevant
as of the | ast year.

MR. SHERWOOD expl ai ned that assets for children, pregnant wonen,
and parents or care taker relatives were not subject to an asset
test. He said that ol der Al askans and individuals who qualified
through disabilities were subject to asset tests.

REPRESENTATI VE VAZQUEZ asked for clarification that the TEFRA
(Tax Equity and Fiscal Responsibility Act) program did not have
any asset tests, as the child was considered as a single
househol d.

MR. SHERWOOD replied that TEFRA did have an asset test, although
it only pertained to the child' s assets and not to the parent's
assets. He explained that for qualification, the child nust
nmeet an institutional level of care, and if the child was in an
institution, the parent's assets were not count ed.

MR. SHERWOOD, in response to Representative Tarr, clarified that
TEFRA, the Tax Equity and Fiscal Responsibility Act, was a broad
| egislation which included the option for states to cover
i ndi vi dual s.

4:18:10 PM

REPRESENTATI VE WOOL referenced the aforenentioned question 3
regarding the $90 mllion in unconpensated care. He asked
whet her this question stemed from the anobunt each hospital paid
i n unconpensated care, and what percentage that was of its net
income. He opined that this informati on was not included on the
tabl e.
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MR. SHERWOOD expressed agreenment that the table did not have any
informati on for unconpensated care.

REPRESENTATI VE WOOL surm sed that hospitals were in favor of
Medi cai d Expansion as it woul d reduce unconpensat ed care.

COWM SSI ONER DAVI DSON expressed her agreenent.

REPRESENTATI VE WOOL asked if unconpensated care received any
rei mbursenent fromthe federal governnent.

COWM SSI ONER DAVI DSON asked whether he was referencing the
di sproportionate share paynents, and she explained that, as
initially the Patient Protection and Affordable Care Act had
i ncluded mandatory Medicaid Expansion, it was planned to phase
out the disproportionate share paynents over tinme as a way to
hel p fund the expansion. When the mandatory Medicaid Expansion
provision was disallowed by the U S Supreme Court, many
hospitals across the country took "the requisite hits to be able
to pay for the increases and resources that would conme wth
Medi cai d Expansion, but Medicaid Expansion was off the table in
terns of being a mandatory service."

4:22:11 PM

VR. KOSIN explained that disproportionate share hospita

paynments were partly funded by the federal governnent, with the
remai ni ng 50 percent funded by the state. He pointed out that
these can "get conplicated very quickly," as they appear to be
designed to reinburse for wunconpensated care, although the
paynents are structured so that only certain services were
el i gi bl e. As the mjority of the eligible services were
behavi oral health services, the predom nant anount of funds went
to the Alaska Psychiatric Institute, as it was the only
institution for nental disease in the state. He pointed out
that the state had to pay half of the paynent in order to
receive the federal match, so that drawi ng down these funds was
not a given and could not be counted on while determning the
budget . He reported that only two or three other hospitals in
Al aska received any of this funding, as it was for behaviora

health servi ces. He shared that, "at best, it only offsets a
l[ittle unconpensated care and per the Affordable Care Act, it's
set to phase out anyways over the next seven to ten years."

4:24:21 PM
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REPRESENTATI VE WOOL reflected that, as Medicaid eligibility was
based on inconme, not assets, it had been suggested that people
would choose to lower their inconme intentionally to be on
Medi cai d. He opined that, if people had any experience wth
receiving care through the Medicaid system this would not be a
choice for anyone with a lot of assets. He asked if the Patient
Protection and Affordable Care Act subsidy structure was also
based on assets.

COWM SSI ONER  DAVI DSON  expl ained that, under the Patient
Protection and Affordable Care Act, to qualify, in Alaska this
was a federally facilitated market place, individuals were only
eligible for these market place subsidies if they had incone
between 100 percent and 400 percent of the federal poverty

| evel. She stated that anyone with incone |ess than 100 percent
of the federal poverty level was not eligible for a subsidy on
the market place. She relayed that Medicaid Expansion would

cover individuals with incones up to 138 percent of the federa
poverty | evel.

REPRESENTATIVE WOOL asked if there was an overlap for
i ndividuals with incones between 100 percent and 138 percent [of
the federal poverty level] for eligibility from either Medicaid
or subsidies from the Patient Protection and Affordable Care
Act .

MR. SHERWOOD offered his belief that, as the process was based
on incone, an individual with incone in this range would be
directed to Medicaid in a state that had accepted Medicaid
Expansion, or to the [market place] exchange dependent on their
i ncone. He explained that the subsidy from the exchange coul d
be accepted down to 100 percent [of the federal poverty |level.]

4:28:18 PM

MONI QUE MARTIN, Health Care Policy Advisor, Ofice of the
Comm ssi oner, Depart ment of Health and Soci al Servi ces,
explained that an individual with an income less than 138
percent of the federal poverty level residing in a state which
had expanded Medicaid coverage would receive a determ nation or
an assessnment suggesting the person was eligible for Medicaid
and that this information would then be transmtted to the
state. If a person was determned eligible for mninmm
essential coverage under the Patient Protection and Affordable
Care Act, they would not be able to sign up for a subsidy and
woul d only be eligible for Medicaid.
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4:30:10 PM

REPRESENTATI VE  TALERI CO asked about ot her categories in
accounting, such as operating incone, which could include non-
operating expenses. He suggested that any other accounting
i nformati on woul d be good to share with the commttee.

CHAI R SEATON suggested that he discuss this with the departnent
and determ ne whether the information was nmeaningful within this
cont ext .

REPRESENTATI VE TALERI CO expressed his agreenent.

CHAIR SEATON reiterated that any nenber of the commttee could
directly contact the departnent through the legislative |iaison.

4:32: 05 PM

CHAI R SEATON noved on to question 5, "Please provide information
on how Medicaid and Medicaid expansion mght help wth
behavioral health nedicine conpliance issues.” [Included in
menbers' packets] In response to Representative Tarr, he stated
that he would tenporarily bypass question 4, in order to discuss
expansi on before noving on to reforns.

REPRESENTATI VE TARR asked about the unintended consequences to
behavioral health and nmental health from stopping nedication,
noting that there could be correctional issues, as well.

CHAI R SEATON paraphrased from the second bullet point in
question 5, which read:

for individuals transitioning from hospital care or
rel eases from correctional facilities, because
individuals leaving these facilities wll not only
have prescriptions in hand for their medications but
al so the coverage to pay for them as long as they are
nmedi cal | y necessary.

CHAI R SEATON opined that the key point to her question was that
Medi cai d Expansi on woul d provide this to those popul ati ons.

4:35: 04 PM
COMM SSI ONER DAVI DSON, in response to Representative Tarr, said

that there were definite benefits in a variety of settings, as
experi ence had shown that continuity of care, assurance for the
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right care, at the right time, in the right place, including
medi cations, would also help individuals to <continue to
contribute to a healthy, productive lifestyle. She expressed
agreenent that this could also lead to opportunities to reduce
recidivism offering Texas as an exanple for investnment in
health instead of prisons. She reported that the offering of a
vari ety of behavioral health and treatnment services was one of
the biggest opportunities to change the dynam c of recidivism
She pointed out that a high percentage of the prison popul ation,
as they were there awaiting trial and not because they had been
convicted, could be, instead, placed in treatnent prograns paid
for through Medi cai d Expansi on.

REPRESENTATI VE TARR stated that, as the Departnent of
Corrections was the largest nental health care provider [in
Al aska], it would be better to have care for an individual prior
to their crimnal behavior.

COWM SSI ONER  DAVI DSON added that, in addition to treatnent
facilities being better than incarceration in the prisons, it
was necessary to have continuity of care for nedications and
follow up behavioral health services for an individual upon
return to their conmmunity. She pointed out that these community
health provider prograns after release from incarceration
al ready existed in other states.

4:39:52 PM

ALBERT WALL, Director, Central Ofice, Division of Behavioral
Heal th, Departnent of Health and Social Services, reported that,

for the population wth serious nental illness, the nost
inmportant thing for stability was access to consistent care,
wi th nedication, on an ongoing basis. He declared that this

ongoi ng access was available through the Mdicaid Expansion, and
would allow these people to rise to the greatest extent
possi bl e.

REPRESENTATI VE WOOL expressed recognition for the potential
realized savings from Medicaid Expansion as nedical treatnent
outside the prison facility for prisoners would be covered by
Medi caid. He noted that, as nmental health treatnments woul d al so
be covered through this expansion, it could potentially |ower
the prison popul ation. He asked if any of these calcul ations
for reduced recidivismor a reduction in the need for use of the
state corrections system had been put into the projected savings
for Medi caid expansi on.
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COM SSI ONER DAVIDSON replied that the only part of the cost
savings used in the projections was for the out of facility
overnight nedical care, which she described as contract in-

patient care. She stated that it did not include the savings
from anti-recidivism efforts, behavioral health services, or
subst ance and al cohol abuse services. She declared that DHSS

di d expect to realize those savings.
4:43:13 PM

CHAI R SEATON par aphrased question nunber 6 [Included in nenbers
packets], which read:

Representative Seaton would like to hear our opinion
on whet her expansion legislation could include reform
requirenents with a delayed inplenentation tineline to
provide a level of accountability and assurance to the
| egi sl ature.

CHAI R SEATON noted that there would also be discussion on the
response from DHSS on reform efforts. [Included in nenbers

packet s] He offered his belief that there were two things that
did not neet in tinme: expansion that occurred when it was
expanded, and reforms that could take tinme to inplenent. He
offered an exanple of an HMO (health maintenance organization)
nodel that was not instantaneous, as it would entail a shift
fromthe current fee for service nodel. He asked if DHSS felt
that sonething could be done in legislation to nove forward with
Medi caid Expansion while there were definite tinelines for
item zed reforns to be acconpli shed.

COMM SSIONER DAVIDSON replied that a lot of the identified
reform efforts were "not things that you can flip a swtch

wth," or they would have taken place over previ ous
adm ni strati ons. She declared that a lot of the reformefforts
took tine. She stated that the current challenge was for
smal | er budgets and smaller revenues. She noted that DHSS had

identified sone reformefforts that had al ready been undertaken.
She declared that DHSS had already commenced working on a
timeline for reform efforts. She directed attention to the
handout titled "March 5, 2015 Meeting - Followup Questions”
[Included in nenbers' packets] which she explained was a
docurment of the efforts for savings opportunities and tinelines.
She offered her belief that DHSS was "happy to work with the
Legislature on reform ideas,"” and that DHSS had identified a
path forward to this end. She pointed out that savings had been
identified through the budget process, sonme of which were
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included in the handout. She offered her belief that any
further delay to Medicaid Expansion was a m ssed opportunity for
taking advantage of the $145 million in federal funds in 2016,
which "would really go a long way to be able to inprove the
health of Al askans and quite frankly boost the econony of Al aska
for a considerable savings to our state general fund budget."

REPRESENTATI VE STUTES expressed her concern that reform efforts
woul d take tinme, as, otherw se, they would have occurred during

the past several adm nistrations. She expressed her hope that
changes and refornms would not take many future adm nistrations
for conpletion. She expressed her belief that it would be

difficult for reform adjustnments and controlled spending when
the noney was conming in, and that it was inperative that reform
go hand in hand [with expansion]. She declared that reform
needed to be as much of a priority as Medicaid Expansion, or it
woul d not be successful.

COWM SSI ONER DAVI DSON expressed her agreenent, noting that this
was a very different budget environnent than in prior
adm ni strati ons. She shared that the governor had expectations
for the departnent comm ssioners to review each departnental
budget and to plan for 25 percent reductions over the next
several years. She reported that DHSS had taken $76 million in
budget cuts from the House and it was runored that the Senate
woul d make further cuts of $4 mllion. She relayed that reform
efforts wth opportunities and tinelines for savings were
al ready underway because "nobody is nore incentivized to hold
oursel ves accountable than we are. W recognize that Medicaid
is a significant portion of our departnent's budget, and if we
are going to cut our budget by 25 percent in the next four
years, and our biggest budget itemis Medicaid, reformreally is
our opportunity to be able to neet the governor's expectation.”

4:50: 29 PM

CHAI R SEATON referenced the aforenentioned three pages which
itemzed the reform efforts, stating that the purpose of
question 6 was to determne whether the admnistration was
willing to have delayed inplenentation, in statute, to assure
that there were variable time lines for reform

4:51: 36 PM

COWMM SSI ONER DAVI DSON, referencing the reform efforts handout
noted that the wunderlined sections referred back to those
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nunbered slides in the original PowerPoint presentation to the
conmittee.

4:52:21 PM

REPRESENTATI VE WOOL offered an analogy to the injection of cash,
jobs, and the stimulation of the econony from the proposed F-35
fighter jets being stationed on a mlitary base in Fairbanks,
al though it was argued that the mlitary was in need of reform
and the F-35 project needed nore testing. He opined that all of
this could go on in parallel, even though the mlitary was a
big, conplex institution that nost |ikely had waste. He
suggested that this was anal ogous to the discussion for Medicaid
Expansi on.

COWM SSI ONER DAVI DSON offered her belief that this was very
simlar, noting that when the mlitary had come to Alaska, it
had asked for various departnents of the state governnent to
provide information for the benefits to mlitary personnel from

Al aska. She reported that a lot of mlitary personne
qual i fied, because of incone and children, for Medicaid, and
could potentially qualify wunder the expansion. She relayed
t hat , after the mlitary had studied many states and

communities, they had reported back that the mlitary popul ation
in Al aska benefitted froma great partnership with the community
and the services it provided.

HB 59- MARI JUANA CONCENTRATES; LI CENSES

4:56:18 PM

CHAI R SEATON, upon request from Representative Stutes, returned
the conmmttee's attention to HB 59. In further response to
Representative Stutes, Chair Seaton confirned that the next
commttee of referral for HB 59 is the House Judiciary Standing
Conmi ttee.

REPRESENTATI VE STUTES noved to reconsider her vote on the notion
to report CSHB 59, Version 29-LS0257\F, Martin, 2/28/ 15, from
cormmittee. She stated she wanted to change her vote from a nay
to a yea vote. There being no objection, Version F was before
the commtt ee.

REPRESENTATI VE VAZQUEZ noved to report CSHB 59, Version 29-

LS0257\F, WMartin, 2/28/15, out of commttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
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no objection, CSHB 59(HSS) was noved from the House Health and
Soci al Services Standing Conmittee.

HB 40- USE OF ELECTRONI C Cl GARETTES AS SMOKI NG

4:58: 01 PM

CHAI R SEATON announced that the final order of business would be
HOUSE BILL NO 40, "An Act relating to the use of electronic
cigarettes; and providing for an effective date."

4:58: 33 PM

REPRESENTATI VE BOB HERRON, Alaska State Legislature, relayed
that the genesis of the proposed bill was a result of e-
cigarette use in the Anchorage Airport. Wen he asked the

Departnent of Transportation & Public Facilities, he was told
there was not any policy, law, or regulation limting the use of
el ectronic cigarettes. He stated that although he was not
agai nst e-cigarette devices, the exhaled aerosol did contain
particul ates. He asked that the use of these devices be limted
to those areas where cigars and cigarettes were currently
al | oned.

5:00: 23 PM

REPRESENTATI VE VAZQUEZ noved to adopt the proposed committee
substitute (CS) for HB 40, |abeled 29-LS0232\W Martin, 3/7/15,
as the working draft. There being no objection, it was so
or der ed.

5:01: 03 PM

ROB EARL, Staff, Representative Bob Herron, Alaska State
Legi slature, explained that the conmttee substitute added "and
other oral snoking devices,” on page 1, line 8, in order to
capture the next generation of vaporizers. The Anerican Cancer
Soci ety had nade the suggestion to expand this definition. He
stated that the proposed bill expanded the definition of snoking
in AS 18 to include e-cigarettes, and the bill also defined
el ectronic cigarettes, lines 4 - 7. He reported that proposed
HB 40 would prohibit e-cigarette use statewide in any public
pl aces where snoking tobacco was currently not allowed as
spel | ed out in AS 18. 35. 300, whi ch i ncl uded public
transportation vehicles, facilities, state office buildings,
ot her buildings operated by the state, nursing hones, etc. He
said that state law was currently a bit unclear whether e-
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cigarette use would be prohibited in public places where tobacco
was currently banned because there was not a definition of
snmoking in AS 18. The proposed bill would clarify that issue by

defining snmoking to include e-cigarettes. He said that sone
| ocal Al aska jurisdictions had enacted conprehensive snoke free
wor kpl ace ordinances that included bans on snoking which
i ncluded e-cigarettes. He |listed these conmunities to include

Norme, Juneau, Palner, Haines Borough, Petersburg, and Skagway,
al though the Anchorage |aw, passed in 2006, did not nention e-
cigarettes.

5:02: 57 PM

CHAI R SEATON asked for clarification that the proposed bill was
for e-cigarettes to be banned from areas where cigarettes were
currently banned.

REPRESENTATI VE STUTES asked about the advice from the American
Cancer Society to equate these devices the sane as tobacco.

MR. EARL explained that the American Cancer Society (ACS) had
hel ped expand the definition for snoking in the conmttee
substitute. He referenced slide 11 of the PowerPoint [Included
in nmenbers' packets], and clarified that proposed HB 40 did not
define e-cigarettes as a tobacco product, as there would then be
taxation and other inplications.

REPRESENTATI VE STUTES, asking about the advice from ACS to treat
e-cigarettes simlar to products containing tobacco, questioned
what substantiated that advice.

MR. EARL deferred to a representative from ACS

5:05: 36 PM

REPRESENTATI VE TARR asked if there was testinony available from
Legi sl ative Legal Services.

CHAI R SEATON pointed out that the bill would be held over.
5:06: 03 PM

EM LY NENON, Alaska Governnent Relations Director, American
Cancer Society Cancer Action Network, said that she would be

avai l able at the next House Health and Social Services Standing
Comm ttee neeting, and that she was avail able for any questi ons.
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5:06:40 PM

CHAR DAY, Anericans for Non-Snokers' Rights (ANR), explained
that the organization was a national nenber based group
conmmtted to clear the air of second hand snoke, including "the
snoke that conmes off of the end of an e-cigarette and out of the
breath of those who use e-cigarettes.”™ She said the group was
al so working to prevent another generation addicted to nicotine.
She encouraged support for HB 40, as it would prohibit the use
of e-cigarettes and other electronic snoking devices in places

that were required to be snoke free. She declared that ANR
supported prohibiting the use of electronic cigarettes in snoke
free environments at all tines wthout exception. She offered

her belief that this was a worker health and safety issue, given
the growing body of science for what was in the second hand
aerosol, also known as vapor, emtted from an e-cigarette. She
al l onwed that, although there was not as nmuch science on what was
in the second hand aerosol from an e-cigarette as tobacco
cigarettes, there was plenty to cause concern. She stated that
second hand aerosol contained volatile organic conpounds, ultra-
fine particles, lead, chromium nicotine, and other toxins. She
stated that legislators were choosing to not allow the use of
el ectronic snoking devices in snoke free environnments so that
workers and patrons do not have to breathe the aerosol. She
relayed that there were currently at l|east 274 nunicipalities
and 3 states which had included e-cigarettes as itens prohibited
fromuse in snoke free environments. She clarified that ANR was
not proposing an outright prohibition or ban on e-cigarettes,
but were only concerned with exposure to non-users from the
emtted aerosol. She stated that e-cigarettes should not be
used indoors or inside public places that would then pose a
health hazard to non-users. She pointed out that e-cigarettes
could be used to vape other substances, including henp oil and
mar i j uana. She declared that there was a grow ng body of
science research which showed that the aerosol was a new source
of air pollution that contained ultra-fine particles with |ow
levels of toxins known to cause cancer, including benzene,
formal dehyde, and |ead. She urged support of HB 40 to prohibit
the use of e-cigarettes and other electronic snoking devices in
pl aces that are supposed to be snoke free.

REPRESENTATI VE STUTES noted that there was not a |lot of history
or studies that it nmay potentially cause health issues, and she
asked for verifiable research that these were as hazardous to
health as cigarettes.
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M5. DAY replied that there were new studies about e-cigarettes
being released nonthly. She listed a recent study by the
American Society for Heating and Air Conditioning Regul ations,
the standard setting body for indoor air, which had added e-
cigarettes to the list for things not to have in indoor air.
She noted that the Wrld Health Organization had witten a
background paper on e-cigarettes, which stated that people
exposed to e-cigarette vapor absorb nicotine, with one study
conparing this to the levels conparative to passive snokers.
She stated that a recently published environnental research
journal addressed the cotinine of non-snokers exposed to e-
cigarettes. She reiterated that new studies were published
nmont hl y about the dangers of e-cigarettes.

CHAI R SEATON asked that copies of the studies be provided to the
conmittee.

5:12: 44 PM

[HB 40 was hel d over]

5:12: 52 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Health and Social Services Standing Conmittee neeting was
adj ourned at 5:12 p. m
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